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are. But I want to point out to you that Chapter 12 came out of
Congress, came out of Co ngress one evening, became law. You
have heard a great many persons indicate that they are un happy
with Chapter 12. Let me tell you , very frankly, why the
bankers, in some instances, not all, but in some i nstances do
prefer Chapter 12 to t he me diation process. Suppose that a
borrower has a million dollars worth of obligations and $600,000
w orth of assets, suppose that the bank holds $400,000 worth o f
those obligations and the f arm credit system holds $600,000,
suppose that there are available only $400,000 worth of assets,
or we ' l l say $500,000 worth of as sets, the pr ovisions of
Chapter 12 require that there has to be a reorganization plan in
place which will then allow the farmer to continue to op erate,
and the d ebt must be written down. Well, obviously, the bank,
because of the escalated price of farm machinery and li vestock
in recent years, has a more equitable position than does the
farm credit s ystem b ecause farm l and h as take n a more
precipitous drop. Also, the bank is in the king pin seat, they
can force, they can force the long term lender to take the write
off. So if there are only $500,000 worth of assets, they c a n,
in effect, say y ou tak e t he entire write off, you take the
entire write off and we will get home free. What is the result?
The result is that the bank has a good loan, has an operating
loan, they h ave a hap py customer, and the farm credit system
took the hit. There have been many allegations about improper
management in the farm credit system. Ladies and gentlemen, the
farm credit system' s customers are farmers. pure and simple,
totally. There is no diversity of customers. When farm ing
became unprofitable and f arm l osses were severe every single
farmer lost money and the farm credit system's customers were
all in deep financial trouble. As a result, the farm credit
system lost r e sources t o a grea ter e xtent t han d id the
commercial banks who had a variety of customers. Now many of
the commercial banks have done a good job and I commend them for
i t. But, ladies and gentlemen, it makes absolutely no sense t o
put into p lace a sys tem where you can negotiate or you don' t
need to negotiate. We h ave not found it to be a succe ssful
situation. Ther e were a dozen Chapter 12s in my community in
the last year or two. I don't think a single one of t hem w ent
all the way th rough the Chapter 12 foreclosure process. But,
after they got into b ankruptcy court, the bankruptcy judge
became the mediator. In s ome instances, there were sufficient
assets there to pay off the debts B ut , because they co uldn' t
get all of the participants together, the farmer was forced into
bankruptcy. Is that what you want? I don't think so, I don' t
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